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      COMMISSIONER’S CORNER  
 
 
The Department is very excited to announce its new employees.  We have hired Marty Hammons as 
a staff assistant.  Mr. Hammons is a graduate of the University of Louisville and has served in state 
government for over seven (7) years.  He will be in charge of special projects, legislative issues, the 
newsletter, the annual report, the annual conference, and the complaint process for the department.  
Marty will be taking on the responsibilities of Tom Gatewood who will be retiring from the Department 
of Charitable Gaming at the end of July.  Tom is retiring after 30 years of service in state government.   
 
The Department is also pleased to welcome Chris Stallings as the new staff attorney.  Mr. Stallings is 
a graduate of Arizona State University and the University of Louisville School of Law.  Chris practiced 
private law for 5 years and served as an Assistant County Attorney in Jefferson County for 3 ½ years.   
 
Matt Metzger will be joining the staff in June and will serve as the Network Analyst for the 
Department.  Matt is a Graduate of Lexington Community College and has worked in the Office of the 
Secretary of Public Protection and Regulation Cabinet since June 2002.  Also joining the staff will be 
Lorene Jackson who will serve as the Administrative Secretary to the Division of Licensing and Julie 
Anglin who will serve as an Accountant I.  Please join us in welcoming all the new employees.   
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On September 12th – 13th, 2003, the Department of Charitable Gaming will be hosting its 2nd 
Annual Charitable Gaming Conference at the Holiday Inn on Fern Valley Road in Louisville, 
Kentucky.  The conference will give the licensees an opportunity to come together to discuss 
charitable gaming issues, receive training, and view products.  We are planning many new 
exciting things!  If there is something that you would particularly like to see, please let us know.  
Details to follow. 
 
 
 

FEE INCREASE  
 

HB 269, signed into law on March 25, 2003 contains a fee increase for the Department of 
Charitable Gaming.  Therefore, as of April 1, 2003, the organizations should pay the 
Department .0053 of the gross receipts. The deadline for this fee to be paid is July 30th, same 
date the Quarterly Report is to be submitted.  If the new amount is not paid when the Quarterly 
Report is submitted, the Department will invoice you for the remaining amount.  No late fee 
will be charged if you file the report and pay the full amount of the previous fee but do not pay 
the new fee.  This “late fee waiver” only applies to the 2nd quarter of 2003. 
 
 

TRAINING AVAILABLE!!!
 

Don’t forget that training is available the first Tuesday of every month at the Department in 
Frankfort, KY beginning at 9:30 a.m. in our conference room.  Please call and let us know when 
you can attend!!  If you have a group of twenty (20) or more individuals in your area interested 
in the training, we will bring the training to you!  Please call us at 502-573-5528 or 1-800-729-
5672 to make those arrangements.  We look forward to hearing from you!!!!! 
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       The AGA Messenger, April 2003     
 

Avoiding a common fraud 
 
By Tom Crouch, CPA, CIA, CISA, and Attorney 

 
Money stolen from a bank account is a very common fraud. This usually happens in small 
organizations. These include small businesses, non-profit groups, churches, scout groups, and clubs. 
In most of these situations, a minimum level of controls would have greatly reduced the fraud risks. 
Adequate controls protect innocent people from suspicion of wrongdoing, which protects their 
reputation. 
 
The individuals who perpetrate these frauds usually have been given a high degree of control over 
bank account duties. The perpetrators are usually people who are trusted by those with management 
responsibilities over the bank account. 
 
The people who commit these frauds are often among the most trusted people in these 
organizations. Auditors often say, “Trust, but verify.” If people with management responsibilities and 
adequate staff use the “trust, but verify” approach, they can avoid many frauds. 
 
The key bank account duties include: 
 
1. Preparing checks to be signed by an authorized check signer; 
2. Reviewing and signing checks; 
3. Matching invoices and other supporting documentation to the checks being issued; 
4. Issuing the checks whether in person or by mail; 
5. Preparing deposit slips and making deposits; 
6. Matching supporting documentation to the deposit slips; 
7. Posting the deposits, the checks issued, and the other transactions to a check register; 
8. Receiving and reconciling the monthly bank statement (this should include comparing each 

check payee and amount to source documents and/or the check register); and, 
9. Reviewing the bank reconciliation to ensure that it is consistent with the check register and 

other accounting records. 
 
When one person handles all of these key bank account duties, there is a high risk of fraud. A way to 
reduce fraud risk is to have each duty performed by a different person or group of people, but this is 
usually only feasible in large organizations. If these duties can be separated among two or more 
people, the fraud risk drops. When two signatures are required on checks, or at least checks over a 
threshold level (such as over $500), the fraud risk is lower. Another risk reduction technique is to 
have other people randomly perform these duties once every six months, or at least once a year. 
Bank employees are required to have a 2-week vacation or a 2-week separation of duties. 
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The most critical duties to separate are those related to receiving the bank statement, reconciling the 
bank statement, and approving or verifying the reconciliation (#8 and #9 above). If the person who 
handles the reconciliation duties (#8 and #9) is different from the person who handles the other 
duties (#1 through #7), fraud risk can be reduced to an acceptable level. 
 
Money stolen from a bank account is a common fraud. Separating and rotating the bank account 
duties can avoid these frauds. 
 
* * * * * * * * * * * * * * * * * * * * * * * *  
Copyright © 2003 by Tom Crouch 
This article may be forwarded via e-mail or fax so long as the copyright is shown. This article may be 
reprinted or placed on a web site so long as the copyright is shown. All other rights are reserved. 
 

 
NEW WEBSITE 

The new website for the Department of Charitable Gaming is now dcg.ppr.ky.gov  
____________________________________________________________ 

YOU RANG!!!  WE LISTENED!!!  
 

We received complaints that the 800 number to the Department was always busy and YOU couldn’t 
get through to us.  We are pleased to announce the 800 line now transfers directly to our regular lines 
at NO CHARGE TO YOU.  This will allow us to respond to your needs FASTER!!!  

 
 
Kentucky Council on Problem Gambling. 
 
What Is Compulsive Gambling? 
 
Compulsive or pathological gambling is a mental disorder defined by the American Psychiatric Association in 
the Diagnostic and Statistical Manual of the Mental Disorders, Fourth Edition. Compulsive gamblers’ lives are 
dominated by uncontrolled gambling, and the negative consequences include anti-social behavior, financial 
problems, bankruptcy, crime, and suicide. Problem gamblers have some of the characteristics of compulsive 
gamblers, but may be able to control their gambling behavior. The Harvard Medical School Division on 
Addictions and the National Opinion Research Center at the University of Chicago both reported that about 1 
percent of the population is compulsive gamblers. The studies indicate problem gamblers are about 3-4 percent 
of the population. The rate of compulsive gambling among teenagers is about 3 percent. In Kentucky, those 
percentages translate into 25,000-40,000 compulsive gamblers and 75,000-120,000 problem gamblers 
depending on whether the percentage is based only on the population that gambles or on the entire population. 
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Fortunately, compulsive gambling is treatable. Many recovering compulsive gamblers combine professional 
counseling and self-help through Gamblers Anonymous. There are eight Certified Compulsive Gambler 
Counselors in the state, and Gamblers Anonymous conducts 23 meetings each week in the state. Referrals and 
locations can be obtained by calling the toll-free, confidential, 24-hour, 7-day-per-week helpline sponsored by 
the Kentucky Council on Problem Gambling – 1-800-GAMBLER. The Kentucky Council on Problem 
Gambling (KYCPG) also provides awareness brochures, booklets and posters on compulsive gambling. All 
items are available by calling 1-800-GAMBLER. KYCPG and the Department for Charitable Gaming cooperate 
in encouraging the posting of signs in Kentucky’s charitable gaming bingo halls encouraging those who think 
they or someone they know may have a gambling problem to call 1-800-GAMBLER helpline. 
 
For most people – at least 95 percent of the population – gambling is a fun, social activity. It is their 
entertainment. KYCPG, a 501(c)(3) non-profit charitable organization, does not endorse or oppose gambling. 
Gambling exists. KYCPG’s mission is:  “increase awareness of problem gambling, advocate for widespread 
availability of treatment for problem gamblers, and promote research and education on problem gambling.” 
KYCPG asks everyone to remember, When It’s More Than A Game, There Is Help. For more information on 
problem gambling or KYCPG, contact Executive Director Mike Stone, 502/223-1823, kmstone@mis.net.   
 

 RUMOR MILL:   
 
 FALSE 
 
  The Department of Charitable Gaming is raiding homes and businesses to obtain 
records for their audits. 
 
 TRUE 
 
  Law enforcement officials pursuant to a court ordered SEARCH WARRANT have 
seized charitable gaming records.  The Department of Charitable Gaming conducts audits at the 
location records are kept or at a mutually convenient location. 
 
 
 

mailto:kmstone@mis.net
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OFFICE CHECK- 
 
As most of you now know, when the Department receives a Renewal Application, it is 
important for us to have the opportunity to visit with you at your office.  This allows the 
Department an opportunity to meet with you and for you to showcase the work you are doing 
with the funds raised through charitable gaming and other sources.  This visit also provides you 
an opportunity to ask questions and find out about the training available.  We also take pictures 
during our visit so that each file contains a picture and a report regarding the location and 
description of your office as well as your role/responsibility at the location.  Providing this 
information for the file has been a large undertaking since this information has not been 
provided in the past.  However, if there is no change in the location of your office next year, the 
department will not need to photograph it again unless you just want us to! ☺  Don’t worry – 
everyone has either had a photograph taken or will have one soon - we aren’t just picking on 
you! 
 
40% RULE 
 
The questions we most often receive are regarding the “40%. Rule.”  There appears to be a great 
deal of misunderstanding regarding the rule.  First, here is how it is calculated: 

 
Gross Receipts (money taken at the door each night)   $100 

- Pay-outs (prizes awarded during the game each night)         80  
Adjusted Gross Receipts                 20 

- Expenses (rent, supplies, etc. paid each month)         12      
 Net Receipts for the year                       8 
 
Net Receipts divided by Adjusted Gross Receipts must be at least 40% 
 
8 divided by 20 = 40% therefore the group is in good shape. 
 
This 40% is calculated for the entire year for the groups that were licensed on January 1st of that 
year.  IF THE GROUP WAS NOT LICENSED ON JANUARY 1, THEN THE 40% IS NOT 
CALCULATED FOR THAT YEAR. 
 
The next misconception is about the penalty.  KRS 238.536(2) is very specific about what 
penalties apply.  For example, if your percentage is between 25-39.9% you will be on 
probation.  THE LICENSE WILL NOT BE SUSPENDED FOR A YEAR unless you fall below 
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25% or have a violation for two (2) years in a row.  Only about 10% of the organizations ever 
fall below 40% in a year and even fewer organizations will face a suspension   
 
The Department will mail out a notice to each group that falls below the 40% after the Quarterly 
Reports are processed.  However, the group should keep track of it themselves.  If you fall 
below 40%, please call us for assistance BEFORE the end of the year and we may be able to 
assist you with the problem. 
 
 
 
 
 
STATUTES AND REGULATIONS 
 
The Department often receives questions about statutes and regulations.  Statutes are laws 
passed by the legislature and regulations are rules written by the Department and approved by 
the legislative oversight committee regarding how those laws are put into effect.  The 
Department is in the process of drafting regulations regarding several issues.  If you have an 
issue you believe needs to be clarified or changed, please let us know and maybe a regulation 
will help.  Once the regulations are completed, they are filed and you will have an opportunity 
to comment on them and attend a hearing where they will be discussed.  Until a regulation is 
filed, a copy cannot be circulated because it is not considered a proposed regulation.  However, 
if you wish to discuss the topics the regulations will cover or the language that should or should 
not be included, we will be happy to discuss it with you. 
 
Once the legislative session begins, if the Department proposes legislation or is aware of 
legislation being proposed regarding charitable gaming, the department will post the 
information on its website.  Once again, if the Department proposes legislation, a copy of the 
legislation cannot be circulated until the bill sponsor files it. However, we will be happy to 
discuss the topics the legislation covers and the language used. 
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